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1. SUMMARY: THE EC CENTRAL BANK GOVERNORS COMMITTEE REPORT 
INDICATES THERE CONTINUES TO BE AN IMPASSE OVER THE REQUIRE- 
MENTS FOR SWISS ASSOCIATION WITH THE SNAKE. FRANCE INSISTS 
THAT THE GOS ADOPT CONTROLS OVER THE CAPITAL MOVEMENTS OF 
ITS RESIDENTS. THE GOS REFUSES TO DO THIS. OFFICIALS ARE NOT 
HOPEFUL THAT THIS IMPASSE CAN BE BROKEN AT THE NEXT MEETING 
OF SNAKE FINANCE MINISTERS. END SUMMARY. 

2. THE EC CENTRAL BANK GOVERNORS COMMITTEE ON OCTOBER 15 
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ADOPTED THE HEYVAERT COMMITTEE REPORT (SEE REF C) ON SHORT-TERM 
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TECHNICAL ASPECTS REGARDING SWISS ASSOCIATION WITH THE SNAKE. 

(THE MISSION HAS OBTAINED A COPY OF THIS REPORT AND HAS SENT 
COPIES TO INTERESTED WASHINGTON AGENCIES, INCLUDING RPE- 
CLARK, AND TO EMBASSY BERN.) THIS REPORT SHOWS THERE IS EC 
AGREEMENT ON MOST TECHNICAL REQUIREMENTS: ENTRY RATE OF THE 
SF, CHANGING THE RATE, BILATERAL "SWAP" AGREEMENTS AND ORGANI- 
ZATION OF EXCHANGE MARKETS. THE COMMITTEE REPORT ASKS THE FOLLOWING: 
1) THAT THE SWISS IMPROVE THEIR STATISTICS, SUCH AS COMMERCIAL 
BANK FOREIGN EXCHANGE HOLDINGS; 2) THAT THE SWISS NATIONAL 
BANK INTERVENE MORE IN DOLLARS THAN SNAKE CURRENCIES SO AS TO 
HELP EASE TENSIONS WITHIN THE SNAKE AND WITH THIRD-COUNTRY 
CURRENCIES; AND 3) THAT CONSULTATION PROCEDURES BE UNDERTAKEN TO 
COORDINATE EXCHANGE RATE POLICIES AND TO IMPROVE CONTROL OVER 
CAPITAL MOVEMENTS. SWISS OFFICIALS PARTICIPATED IN THESE 
DISCUSSIONS AND, WE ARE TOLD, AGREE TO THESE THREE REQUESTS. 

3. FRANCE, HOWEVER, ASKED THAT THE GOS TAKE MEASURES TO REDUCE 
CAPITAL INFLOWS, PARTICULARLY BY PLACING CONTROLS ON SWISS 
RESIDENTS. SWISS AUTHORITIES, FRANCE MAINTAINS, HAVE NOT SUPPLIED 
SUFFICIENT STATISTICAL EVIDENCE TO DEMONSTRATE THAT CAPITAL 
INFLOWS ARE NOT ATTRIBUTABLE TO SWISS RESIDENTS. UNTIL ADEQUATE 
MEASURES ARE TAKEN, FRANCE BELIEVES THE SF WILL CONTINUE TO BE A 
SPECULATIVE CURRENCY WHICH WOULD POSE A DANGER FOR OTHER SNAKE 
CURRENCIES BY CAUSING THE CENTRAL RATE TO APPRECIATE. THE 
OTHER GOVERNORS DID NOT SUPPORT FRANCE IN THIS REQUEST. SWISS 
OFFICIALS HERE SAY THE GOS IS NOT PREPARED TO PLACE CAPITAL 
CONTROLS ON ITS RESIDENTS AND THEREFORE THE DISCUSSION CONTINUES 
TO BE AT LOGGERHEADS. 

4. MEDIUM-TERM ISSUES SUCH AS FISCAL MEASURES AND BANK SECRECY 
REQUIREMENTS WERE NOT DISCUSSED BY THE COMMITTEE. SWISS 
OFFICIALS HERE SAY THAT THEY CONTINUE TO BE WILLING TO DISCUSS 
ASPECTS OF GOS REGULATIONS SEPARATE FROM THE NEGOTIATIONS 
REGARDING SWISS ASSOCIATION WITH THE SNAKE. 

5. SWISS OFFICIALS HERE CONCLUDE THAT FRANCE DOES NOT WANT THE 
SF IN THE SNAKE AT THIS TIME. THEY SAY IT WILL BE COUNTER- 
PRODUCTIVE TO HAVE ANOTHER JOINT MEETING OF EC SNAKE AND SWISS 
FINANCE MINISTERS IF NO AGREEMENT IS REACHED ON SWISS ASSOCIATION. 

THE SWISS DO NOT CURRENTLY PLAN TO CALL OFF THE JOINT MEETING 
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OF NOV 18 (THE TENTATIVE DATE OF THE FINANCE COUNCIL MEETING 
HAS BEEN SHIFTED FROM NOV 17 TO 18 BECAUSE OF THE ECONOMIC 
SUMMIT). INSTEAD, THEY PLAN TO INFORM THE BELGIAN CHAIRMAN THAT 
INVITATIONS TO THE MEETING SHOULD BE EXTENDED ONLY IF THERE 
IS A FAIR CHANCE OF MAKING SIGNIFICANT PROGRESS. THUS, FURHTER 
NEGOTIATIONS AT THIS TIME WOULD BE UP TO THE SNAKE MINISTERS. 

6. IN SUM, OFFICIALS HERE ARE PESSIMISTIC OVER SWISS 
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ASSOCIATION AT THIS TIME. UNTIL FRANCE DROPS ITS REQUEST 
REGARDING CAPITAL CONTROLS, THERE IS LITTLE PROSPECT OF 
FURTHER PROGRESS. GREENWALD 
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